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The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

Transmitted  herewith  is  the  report  on  the  audit  of  the  Western 
Montana  College  for  the  two  years  ended  June  30,  1982. 

The  audit  was  conducted  by  Newland,  Horn,  Crippen,  and  Peck,  P.C., 
CPA's  under  a  contract  between  the  firm  and  our  office.   The  com- 
ments and  recommendations  contained  in  this  report  represent  the 
views  of  the  firm  and  not  necessarily  the  Legislative  Auditor. 

The  agency's  written  response  to  the  report  recommendations  is 
included  in  the  back  of  the  audit  report. 

Respectfully  submitted, 


Robert  R.  RingWood 
Legislative  Auditor 


CONTENTS 

Page  Number 

Appointive  and  Administrative  Officials  iii 

Summary  of  Recommendations  iv 

General  1 

Background  1 

Cash  2 

Day  Receipts  2 

Revolving  Account  2 

Receivables  3 

Bookstore  3 

Uncollectible  Receivables  3 

Inventory  4 

Fixed  Assets  4 

Accounting  for  Compensated  Absences  5 

Financial  Reporting  6 

Bonds  Payable  6 

Adjusting  Entries  6 

Student  Organization  Liability  6 

Intercollegiate  Athletics  Fund  Placement  7 

Mandatory  Student  Fees  8 

Student  Aid  Programs  9 

FTE  Counts  9 

Federal  Grant  Compliance  10 

Prior  Audit  Recommendations  10 

Internal  Control  11 

Auditor's  Report  and  Financial  Statements: 

Auditor's  Report  13 

Balance  Sheet,  June  30,  1982  15 


TABLE  OF  CONTENTS  -  CONTINUED 


Page  Number 

Statement  of  Changes  in  Fund  Balances, 
Year  Ended  June  30,  1982  19 

Statement  of  Current  Funds  Revenues,  Expenditures, 
and  Other  Changes,  Fiscal  Year  Ended  June  30,  1982  22 

Statement  of  Changes  in  Fund  Balances, 
Year  Ended  June  30,  1981  24 

Statement  of  Current  Funds  Revenues,  Expenditures 
and  Other  Changes,  Fiscal  Year  Ended  June  30,  1981  27 

Notes  to  Financial  Statements  29 


Supplemental  Schedules: 

Schedule  of  Full-Time  Equivalents  (FTE)  Students, 
Fiscal  Years  Ended  June  30,  1981  and  1982  34 

Schedule  of  Federal  Grant  and  Contract  Expenditures 
by  Source,  Fiscal  Years  Ended  June  30,  1982  and  1981  35 

Schedule  of  Capital  Projects,  Two  Fiscal  Years 
Ended  June  30,  1982  36 

College  Replies  38 


li 


APPOINTIVE  AND  ADMINISTRATIVE  OFFICIALS 


BOARD  OF  REGENTS  OF  HIGHER  EDUCATION 


Jeffery  Morrison,  Chairman 

Mary  Pace,  Vice  Chairman 

Darla  Keck,  Student  Regent 

Lewy  Evans ,  Jr . 

Elsie  Redlin 

Burt  Hurwitz 

Robert  Knight 

Ted  Schwinden,  Governor,  ex  officio  member 

Ed  Argenbright,  Superintendent  of  Public  Instruction, 
ex  officio  member 


Term  Expires 
1987 
1985 
1983 
1983 
1984 
1986 
1989 


COMMISSIONER  OF  HIGHER  EDUCATION 

Dr.  Irving  E.  Dayton,  Commissioner  of  Higher  Education, 
also  ex  officio  member  of  the  Board  of  Regents 

John  Noble,  Deputy  Commissioner  for  Financial  Affairs 


ADMINISTRATION 
Dr.  Robert  H.  Thomas,  President 
Glen  D.  Leavitt,  Director  of  Fiscal  Affairs 
Steven  P.  Sikes,  Controller 

WESTERN  MONTANA  COLLEGE 
LOCAL  EXECUTIVE  BOARD 


Carl  Davis 
Tedd  Stanisich 
Bruce  Watters 


1983 
1984 
1985 


in 


SUMMARY  OF  RECOMMENDATIONS 


As  a  separate  section  in  the  front  of  the  audit  report  we  included  a  listing 
of  all  recommendations,  together  with  a  notation  as  to  whether  the  college  concurs 
or  does  not  concur  with  each  recommendation.   This  listing  serves  as  a  means  of 
summarizing  the  recommendations  contained  in  the  report  and  the  audited  college's 
reply  thereto,  and  also  as  a  ready  reference  to  the  supporting  comments.   The  full 
replies  of  Western  Montana  College  and  the  Office  of  the  Commissioner  of  Higher 
Education  (CHE)  are  included  in  the  back  of  this  report. 


1.  Deposit  cash  on  hand  and  record  future  cash  over  and  short. 
College  reply:       Concur.  See  page  38. 

2.  Reconcile  revolving  account  monthly. 

College  reply:       Concur.  See  page  38. 


3.   Maintain  general  ledger  control  over  bookstore  receivables 
including  monthly  balancing  of  the  subsidiary  to  the  general 
ledger. 

College  reply:       Concur.  See  page  38. 


4.   Write  off  all  bad  debts  accounts  receivable  determined 
uncollectible. 

College  reply:       Concur.  See  page  39. 


5.   Properly  supervise  footings  of  bookstore  inventories 
College  reply:       Concur.  See  page  39. 


6.   Utilize  the  Property  Accountability  Management  System  (PAMS) 
or  some  other  compatable  system  to  properly  account  for 
plant,  property  and  equipment. 

College  reply:       Concur.  See  page  39. 


7.   Record  the  liability  for  compensated  absences  in  the 
unrestricted  current  fund. 

College  reply:       Do  not  concur.      See  page  40. 


8.   Record  the  liability  for  bonds  payable  in  the  general  ledger, 
College  reply:       Concur.  See  page  41. 


IV 


Page 


SUMMARY  OF  RECOMMENDATIONS  -  CONTINUED 

Page 
9.   Record  all  previous  audit  adjustments  6 

College  reply:       Concur.  See  page  40. 

10.  Board  of  Regents  should  resolve  the  question  of  liability 
related  to  student  organization  and  obtain  appropriate 

insurance  coverage.  7 

College  reply:       Concur.  See  page  41. 

11.  Record  all  revenues  and  expenditures  relating  to 
athletics  in  the  Current  Unrestricted  or  Designated 

Fund .  8 

College  reply:       Concur.  See  page  41. 

12.  Record  the  initial  receipt  and  disbursement  of  all 
monthly  student  fees  in  its  Unrestricted  General 

Operating  or  Designated  Funds.  9 

College  reply:       Concur.  See  page  41. 
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COMMENTS 

GENERAL 

We  performed  a  financial  compliance  audit  of  Western  Montana  College  (WMC) 
for  the  fiscal  years  ended  June  30,  1981  and  June  30,  1982.   The  objectives  of 
our  audit  were  to:  (1)  determine  if  the  college's  financial  statements  present 
fairly  its  financial  position  and  results  of  operations  for  the  two  fiscal  years 
ended  June  30,  1982;  (2)  determine  if  the  college  complied  with  applicable  state 
and  federal  laws  and  regulations;  and  (3)  make  recommendations  for  the  improve- 
ment in  the  management  and  internal  controls  of  the  college. 

We  thank  Western  Montana  College  officials  and  staff  for  their  cooperation 
and  assistance  during  our  audit. 

BACKGROUND 

Western  Montana  College  was  established  at  Dillon  by  the  Third  Legislative 
Assembly  in  1893.   It  was  initially  called  the  State  Normal  School  at  Dillon, 
and  in  1965  the  name  was  changed  through  legislation  to  Western  Montana  College. 
The  college  has  been  primarily  oriented  since  its  inception  toward  the  training 
and  education  of  elementary  and  secondary  teaching  personnel.   Initially,  the 
college  offered  a  basic  two-year  program  in  education.   In  1931,  the  State  Board 
of  Education  approved  a  four-year  course  and  a  Bachelor  of  Education  degree. 
Since  that  time,  additional  degrees  have  been  authorized,  including  Bachelor 
of  Science  in  Secondary  Education,  Master  of  Science  in  Education,  Bachelor  of 
Arts  in  History  and  English,  Bachelor  of  Arts  and  Science  in  Natural  Heritage, 
and  Associate  of  Arts  and  Science  degrees. 

The  college  is  under  the  full  control  and  supervision  of  the  seven-member 
Board  of  Regents  of  Higher  Education.  A  local  three-member  executive  board  is 
appointed  by  the  Governor;  however,  this  board  is  only  advisory  in  nature. 

The  original  campus  is  located  on  ten  acres  of  land  which  were  deeded  to 
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the  college  by  Philip  H.  Poindexter  and  William  C.  and  Rachel  Orr  in  December 
1894.   The  ground  was  deeded  "in  Trust  for  the  use  and  benefit  of  the  State 
Normal  School  of  the  State  of  Montana."   Most  of  the  college's  buildings  are 
located  on  the  original  ten  acres,  but  the  college  has  since  purchased  property 
which  increased  the  total  property  ownership  to  34  acres. 

The  primary  sources  of  revenue  to  operate  the  college  come  from  the  State's 
General  Fund  and  University  Millage  accounts.   Revenue  is  also  received  by 
student  fees,  land  grant  income  and  auxiliary  enterprise  operations. 

CASH 

Days  receipts 

Cash  received  by  Western  Montana  College  in  excess  of  recorded  receipts 
is  held  in  dated  envelopes  in  the  Business  Office.   Cash  shortages  are 
removed  from  envelopes  as  needed  and  added  to  the  cash  for  that  day.   In 
effect,  cash  overages  or  shortages  are  not  recorded  on  the  financial 
statements.   At  the  time  of  our  cash  count,  funds  in  the  amount  of  $114.28 
were  on  hand. 

RECOMMENDATION  //l 

WE  RECOMMEND  THAT  THE  AMOUNT  OF  EXCESS  CASH  CURRENTLY  ON 
HAND  BE  DEPOSITED  AND  RECORDED  AS  CASH  OVER,  AND  THAT 
FUTURE  CASH  OVER  AND  SHORT  BE  RECORDED  AS  THEY  OCCUR. 

Revolving  account 

Western  Montana  College  maintains  a  revolving  account  in  the  amount 
of  $4,500.00.  This  account  is  not  reconciled  on  a  monthly  basis  to 
the  amount  recorded  in  the  general  ledger. 

RECOMMENDATION  #2 

WE  RECOMMEND  THAT  WESTERN  MONTANA  COLLEGE  RECONCILE  IIS 
REVOLVING  ACCOUNT  MONTHLY. 


RECEIVABLES 


Bookstore 


Western  Montana  College  does  not  maintain  general  ledger 
control  over  the  bookstore  receivables.   The  subsidiary,  which 
is  maintained  by  the  bookstore,  is  not  reconciled  to  control 
accounts  in  the  general  ledger.   Internal  control  over  bookstore 
receivables  is  weakened  when  general  ledger  control  is  non-existent . 

RECOMMENDATION  //3 

WE  RECOMMEND  THAT  THE  COLLEGE  MAINTAIN  GENERAL  LEDGER 
CONTROL  OVER  BOOKSTORE  RECEIVABLES,  INCLUDING  MONTHLY 
BALANCING  OF  THE  SUBSIDIARY  TO  THE  GENERAL  LEDGER. 

Uncollectible  receivables 

Western  Montana  College  does  not  record  bad  debt  expense  when  accounts 

receivable  are  turned  over  to  the  Department  of  Revenue  for  collection. 

Although  the  Department  of  Revenue  does  collect  certain  accounts  turned 

over,  some  of  these  accounts  appear  uncollectible. 

At  the  present  time  the  amounts  which  should  be  written  off  are  immaterial, 

However,  in  the  future,  if  write-off's  become  material,  the  college  should 

establish  an  allowance  for  doubtful  accounts.   This  allowance,  if  needed, 

would  more  closely  match  revenue  and  expense  in  a  given  period. 

RECOMMENDATION  #4 

WE  RECOMMEND  THAT  WESTERN  MONTANA  COLLEGE  WRITE  OFF  AS  BAD 
DEBTS  ACCOUNTS  RECEIVABLE  DETERMINED  TO  BE  UNCOLLECTIBLE 
AND  ESTABLISH  AN  ALLOWANCE  FOR  DOUBTFUL  ACCOUNTS  IF  DEEMED 
NECESSARY  IN  THE  FUTURE. 


INVENTORY 


The  bookstore  inventory  at  Western  Montana  College  as  originally  submitted 

to  the  Business  Office  was  stated  as  $51,577.25.   The  final  audited  inventory 

was  $56,729.25.   The  difference  resulted  from  improper  supervision  of 

student  help  in  the  footing  of  the  inventory.   Adding  machine  tapes  of  the 

various  inventory  books  were  not  maintained  for  audit  evidence. 

RECOMMENDATION  //5 

WE  RECOMMEND  THAT  THE  FOOTING  OF  BOOKSTORE  INVENTORIES  BE 
PROPERLY  SUPERVISED  AND  THAT  TAPES  OF  FOOTING  BE  RETAINED 
AS  AUDIT  EVIDENCE. 


FIXED  ASSETS 


Western  Montana  College  has  not  maintained  control  over  their  general 
fixed  assets.   There  was  an  attempt  in  1980  to  prepare  an  inventory  of 
plant  and  equipment  on  hand  at  that  time,  however,  it  was  inadequate  due 
to  nonexistent  tagging,  identification  and  pricing.   Furthermore,  amounts 
have  not  been  recorded  on  the  Statewide  Budgeting  System  general  ledger. 
The  college  could  utilize  the  Department  of  Administration's  Property 
Accountability  Management  System  (PAMS)  to  account  and  control  fixed  assets. 
This  system  has  capabilities  needed  by  the  college  in  accounting  and  con- 
trolling fixed  assets. 

As  a  result  of  the  inadequate  records,  we  were  unable  to  examine  plant,  pro- 
perty, and  equipment  as  required  by  generally  accepted  government  auditing 
standards  nor  were  we  able  to  use  alternative  procedures  in  order  to  satisfy 
ourselves  as  to  the  fair  presentation  of  plant,  property,  and  equipment. 
We  have  qualified  our  opinion  on  the  financial  statements  due  to  the  inade- 
quate accounting  records. 
RECOMMENDATION  #6 

WE  RECOMMEND  THAT  THE  COLLEGE  UTILIZE  THE  DEPARTMENT  OF 
ADMINISTRATION'S  PROPERTY  ACCOUNTABILITY  MANAGEMENT 
SYSTEM  OR  ANOTHER  COMPATABLE  SYSTEM  IN  CONTROLLING  AND 
ACCOUNTING  FOR  FIXED  ASSETS. 
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ACCOUNTING  FOR  COMPENSATED  ABSENCES 

Financial  Accounting  Standards  Board  (FASB)  issued  FASB  #43  in  November 
1980,  to  be  effective  for  fiscal  years  beginning  after  December  14,  1980. 
FASB  7- 4 3  requires  an  employer  to  accrue  a  liability  for  employee's  rights 
to  receive  compensation  for  future  absences  rather  than  footnote  dis- 
closure.  On  September  7,  1982  the  National  Association  of  College  and 
University  Business  Officers  (NACUBO)  released  Special  Report  82-5  which 
required  colleges  and  universities  covered  by  the  AICPA  Audit  Guide, 
Audits  of  Colleges  and  Universities,  to  disclose  the  liability  and  charge 
for  compensated  absences  related  to  current  and  previous  years  in  the 
Unrestricted  Current  Fund.   The  Special  Report  82-5  took  effect  immediately 
in  compliance  with  FASB  #43.   It  should  be  noted  that  C.P.A.'s  are  bound 
by  the  AICPA' s  code  of  professional  conduct  to  abide  by  FASB  pronouncements, 

On  October  13,  1982  the  Commissioner  of  Higher  Education  released  a  memo 
to  all  Montana  colleges  and  universities  indicating  to  them  not  to  follow 
FASB  #43  or  Special  Report  82-5  and  that  footnote  disclosure  should  be 
utilized.   Western  Montana  College  has  complied  with  the  Commissioner's 

memo . 

On  June  30,  1982  Western  Montana  College  had  an  unreported  compensated 

absence  liability  of  $237,232.00.   Due  to  the  materiality  of  the  amounts, 

we  have  qualified  our  opinion  upon  the  financial  statements. 

RECOMMENDATION  #7 

WE  RECOMMEND  THAT  THE  COLLEGE  DISCLOSE  THE  LIABILITY  AND 
CHARGE  FOR  COMPENSATED  ABSENCES  RELATED  TO  CURRENT  AND 
PREVIOUS  YEARS  IN  THE  UNRESTRICTED  CURRENT  FUND  IN 
COMPLIANCE  WITH  FASB  #43  AND  NACUBO  SPECIAL  REPORT 
82-5. 
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FINANCIAL  REPORTING 

Bonds  payable 

Western  Montana  College  has  not  recorded  the  liability  for  bonds  outstanding 

in  the  Statewide  Budgeting  and  Accounting  System  (SBAS)  general  ledger. 

The  financial  statements  are  adjusted  for  the  liability,  however,  SBAS 

should  show  all  liabilities  of  Western  Montana  College. 

RECOMMENDATION  #8 

WE  RECOMMEND  THAT  WESTERN  MONTANA  COLLEGE  RECORD  THE 
LIABILITY  FOR  BONDS  PAYABLE  IN  THEIR  GENERAL  LEDGER. 

Adjusting  entries 

Through  our  examination  of  the  general  ledger,  we  found  that  previous 

audit  adjustments  have  not  been  recorded. 

RECOMMENDATION  #9 

WE  RECOMMEND  THAT  WESTERN  MONTANA  COLLEGE  RECORD  ALL 
PREVIOUS  AUDIT  ADJUSTMENTS. 

STUDENT  ORGANIZATION  LIABILITY 

Each  unit  in  the  Montana  University  System  has  a  student  government  organiza- 
tion.  The  students  provide  funding  for  the  organizations  through  a  mandatory 
student  activity  fee,  as  approved  by  the  Board  of  Regents.   The  various 
elected  student  governments  have  control  over  student  activity  fees  and 
activities . 

These  student  governments  budget  and  control  funding  to  student  groups 
who  use  the  fund  for  activities  benefiting  students.   Activities  vary  by 
campus  recreation,  concerts,  day  care,  and  student  clubs.   Even  though 
the  student  organizations  control  the  fees,  the  state,  through  the 
Board  of  Regents,  could  be  recognized  as  legally  responsible  for  student 
activities  funded  by  the  mandatory  student  fees.   The  extent  of  the  state's 
liability  for  the  student  organizations  has  not  been  established. 
In  1974,  a  suit  was  brought  against  a  student  newspaper  where  the  plaintiff 
named  a  university  unit  as  a  defendant  since  the  newspaper  was  funded  by  a 
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STUDENT  ORGANIZATION  LIABILITY  -  Cont . 

mandatory  fee.   The  newspaper  contended  it  had  a  right  to  be  protected  and 

indemnified  by  the  university  since  the  university  provided  the  funds  and 

accounting  control  for  the  newspaper.   Since  the  suit  was  settled  out  of 

court,  the  liability  question  was  not  settled  legally.   This  settlement 

was  paid  by  the  state's  liability  insurance. 

Currently,  student  organizations  are  not  charged  premiums  by  the  state's 

liability  insurance  program  even  though  the  state  may  be  exposed  to  a 

potentially  significant  liability  for  student  activities. 

The  liability  question  should  be  resolved  by  the  Board  of  Regents  as  soon 

as  possible,  and  proper  insurance  coverage  obtained  if  appropriate. 

RECOMMENDATION  #10 

WE  RECOMMEND  THE  BOARD  OF  REGENTS  RESOLVE  THE  QUESTION  OF 
LIABILITY  RELATED  TO  STUDENT  ORGANIZATIONS  AND  OBTAIN 
APPROPRIATE  INSURANCE  COVERAGE. 

INTERCOLLEGIATE  ATHLETICS  FUND  PLACEMENT 


Generally  accepted  accounting  principles  for  colleges  and  universities 
define  auxiliary  enterprises  as  entities  that  exist  to  furnish  goods  or 
services  to  students,  faculty,  or  staff  and  that  charge  a  fee  directly 
related  to,  although  not  necessarily  equal  to,  the  cost  of  goods  or 
services.   The  distinguishing  characteristic  of  auxiliary  enterprises 
is  that  they  are  managed  as  essentially  self-supporting  activities. 

The  college  records  intercollegiate  athletic  expenditures  in  the 
Unrestricted  and  Auxiliary  Funds.   All  program  receipts,  game  guarantees, 
and  other  athletic  revenue  producing  activities  are  recorded  in  the 
Auxiliary  Fund. 

During  the  fiscal  years  1981  and  1982,  Western  Montana  College  spent 
$180,625  and  $215,088  respectively,  on  intercollegiate  athletic  programs. 
Gate  receipts  contributed  $34,563  (1981)  and  $37,385  (1982)  towards  the 
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INTERCOLLEGIATE  ATHLETICS  FUND  PLACEMENT  -  Cont. 

expenditures.   Since  supplemental  funding  from  the  state  General  Fund  for 
$138,957  (1981)  and  $182,880  (1982)  was  the  primary  funding  source  for  inter- 
collegiate athletics,  Western  Montana  College's  athletic  programs  are  not 
essentially  self-supporting  and,  therefore,  do  not  meet  the  criteria  of  an 
auxiliary  enterprise.   All  revenues  and  expenditures  relating  to  athletics 
should  be  recorded  in  the  Current  Unrestricted  or  Designated  Fund. 
RECOMMENDATION  #11 

WE  RECOMMEND  WESTERN  MONTANA  COLLEGE  RECORD  ALL  REVENUES 
AND  EXPENDITURES  RELATING  TO  ATHLETICS  IN  THE  CURRENT 
UNRESTRICTED  OR  DESIGNATED  FUND. 

MANDATORY  STUDENT  FEES 

The  Associated  Students  of  Western  Montana  College  (ASWMC)  is  a  nonprofit 
organization  representing  all  registered  students  at  the  college.   ASWMC 
receives  its  funding  from  two  sources: 

1.  A  semesterly  $37.50  mandatory  student  activity  fee  established 
by  the  Board  of  Regents  of  Higher  Education;  and 

2.  Receipts  from  all  entertainments,  activities,  and  benefits 
conducted  by  ASWMC. 

The  mandatory  student  activity  fees  are  allocated  by  ASWMC  to  various  student 

organizations  who  then  fund  activities  for  the  student  body. 

In  1974,  the  Montana  Attorney  General  issued  an  opinion  stating  that 

mandatory  university  system  student  fees  are  public  funds  which  must  be 

expended  for  a  public  purpose  determined  in  the  first  instance  by  the  Board 

of  Regents.   A  1975  opinion  defined  the  powers  of  the  Board  of  Regents  and 

required  the  university  system  maintain  all  public  funds  with  the  State 

Treasurer. 

During  fiscal  years  1980-81  and  1981-82,  ASWMC  received  mandatory  student 

fees  of  $50,023  and  $53,796  respectively.   Because  the  University  System 

Accounting  Manual  (USAM)  requires  the  financial  affairs  related  to 


MANDATORY  STUDENT  FEES  -  Cont. 

organized  student  bodies  to  be  accounted  for  within  the  Agency  Fund, 

Western  Montana  College  records  these  fees  in  the  Agency  Fund.   As  state 

funds,  these  fees  should  be  recorded  on  SBAS  in  the  Unrestricted  General 

Operating  or  Designated  Funds  as  revenue  and  as  a  transfer  to  the  Agency 

Fund. 

RECOMMENDATION  #12 

WE  RECOMMEND  WESTERN  MONTANA  COLLEGE  RECORD  THE  INITIAL 

RECEIPT  AND  DISBURSEMENT  OF  ALL  MANDATORY  STUDENT  FEES 

IN  ITS  UNRESTRICTED  GENERAL  OPERATING  OR  DESIGNATED  FUNDS. 

STUDENT  AID  PROGRAMS 


We  performed  an  audit  of  Western  Montana  College's  Student  Aid  Programs 
(Pell  Grant,  College  Work-Study,  National  Direct  Student  Loan,  and  Supple- 
mental Educational  Opportunity  Grant) .   The  purpose  of  our  audit  of  the 
Western  Montana  College  Student  Aid  Programs  was  to  determine  if  these 
programs  were  administered  in  accordance  with  applicable  laws,  regulations, 
terms  of  agreements,  and  directives  from  the  U.  S.  Department  of  Education. 
We  noted  the  following  areas  of  the  college  management  of  student  aid  pro- 
grams were  in  need  of  improvement:   (1)  documentation  executing  notes  be 
given  to  borrowers;  and  (2)  safeguard  promissory  notes. 


FTE  COUNTS 


A  major  funding  criterion  for  the  college  is  the  number  of  Full-Time 
Equivalent  (FTE)  students  registered.   FTE's  are  computed  in  accordance 
with  guidelines  published  by  the  Commissioner  of  Higher  Education.   We 
reviewed  the  FTE  counts  reported  by  the  college  for  fiscal  years  1980-81 
and  1981-82  for  compliance  with  published  guidelines  and  accuracy.   We 
found  no  exceptions  at  the  Western  Montana  College.   (See  Student  Full- 
time Equivalent,  page  34. 
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FEDERAL  GRANT  COMPLIANCE 

Scope  of  Audit 

Our  audit  of  federal  grants  and  contracts  was  made  in  accordance  with 
Standards  for  Audit  of  Governmental  Organizations ,  Programs ,  Activities , 
and  Functions  1981  Revision  and  Office  of  Management  and  Budget  Circulars 
A-110  and  A-21.   The  purpose  of  our  audit  was  to  determine  whether  costs 
charged  to  federal  grants  and  contracts  were  reasonable  and  allowable.   We 
also  reviewed  administrative  controls  and  management  systems  in  effect 
to  determine  if  they  were  adequate  to  ensure  compliance  with  federal  regu- 
lations and  grant  and  contract  terms  and  conditions. 

Our  audit  covered  the  period  July  1,  1980  through  June  30,  1982  and 
was  part  of  an  organization-wide  audit  for  that  period.   The  college  charged 
$362,643  to  federal  grants  and  contracts  during  this  period.   All  tested 
items  were  in  compliance  with  applicable  laws  and  regulations.   Nothing 
came  to  our  attention  that  causes  us  to  believe  that  untested  items  are 
not  in  compliance  with  applicable  laws  and  regulations. 

PRIOR  AUDIT  RECOMMENDATIONS 

The  previous  audit  report  of  the  college's  financial  affairs  and  student 

aid  programs  contained  14  recommendations  of  which  11  are  still  applicable. 

Of  these  11  recommendations,  the  college  has  implemented  7  recommendations 

and  did  not  implement  4.   The  4  recommendations  which  were  not  implemented 

are  included  in  this  report  under  the  following  titles: 

Report  Title  As  Discussed  on  Page 

Revolving  account  2 

Fixed  assets  4 

Bonds  payable  6 

Adjusting  entries  6 
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INTERNAL  CONTROL 

We  have  examined  the  financial  statements  of  Western  Montana  College 
(WMC)  for  the  two  fiscal  years  ended  June  30,  1982.   We  issued  our  opinion 
dated  October  26,  1982,  on  these  statements.   As  part  of  our  examination, 
we  made  a  study  and  evaluation  of  the  system  of  control  of  Western  Montana 
College.   Our  study  evaluated  the  system  as  required  by  generally  accepted 
government  auditing  standards  for  financial  and  compliance  audits.   We 
classified  the  controls  in  the  following  categories: 

1.  Revenue/receipts 

2.  Payroll 

3.  Expenditures 

4.  Cash 

5.  Investments 

6.  Plant,  property,  and  equipment 

7.  Accounts  receivable 

8.  Inventories 

We  evaluated  controls  over  revenue/receipts,  payroll,  expenditures, 
cash,  investments,  accounts  receivable  and  inventories.   Through  our 
study,  we  determined  the  nature,  timing,  and  extent  of  our  auditing  pro- 
cedures.  We  did  not  rely  on  controls  over  plant,  property,  and  equipment 
and  physical  plant  inventories  because  adequate  controls  did  not  exist. 
We  did  not  evaluate  the  control  system  to  the  extent  necessary  to  give  an 
opinion  on  either  individual  segments  or  the  system  as  a  whole. 

The  management  of  Western  Montana  College  is  responsible  for  establish- 
ing and  maintaining  a  system  of  accounting  control.   In  fulfilling  this 
responsibility,  estimates  and  judgments  by  management  are  required  to 
assess  the  expected  benefits  and  related  costs  of  control  procedures.   The 
objectives  of  a  system  are  to  provide  managment  with  reasonable  assurance: 
1)  that  assets  are  safeguarded  against  loss  from  unauthorized  use  or  dis- 
position; 2)  that  transactions  are  executed  in  accordance  with  management's 
authorization;  and  3)  that  transactions  are  recorded  properly  to  permit  the 
preparation  of  financial  statements  in  accordance  with  generally  accepted 
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INTERNAL  CONTROL  -  Cont. 

accounting  principles.   Inherent  limitations  in  any  system  of  controls  may 
cause  errors  or  irregularities  to  remain  undetected.   The  current  system 
evaluation  should  not  be  used  to  project  to  future  periods  since  the  pro- 
cedures may  become  inadequate  or  compliance  with  them  may  deteriorate. 

The  limited  purpose  of  our  study  described  in  the  first  paragraph 
would  not  necessarily  disclose  all  material  weaknesses  in  the  system. 
Accordingly,  we  do  not  express  an  opinion  on  the  system  of  controls  used 
by  Western  Montana  College.   However,  our  study  disclosed  conditions  that 
could  result  in  financial  statement  errors  that  would  be  difficult  to  detect, 
These  conditions  relating  to  plant,  property,  and  equipment  are  discussed 
on  page  4. 

These  conditions  were  considered  in  determining  the  nature,  timing, 
and  extent  of  the  audit  tests  of  the  financial  statements  and  this  report 
does  not  affect  our  report  on  the  financial  statements. 

The  preceding  five  paragraphs  are  intended  solely  for  the  use  of 
management  and  the  legislature  and  should  not  be  used  for  any  other  pur- 
pose.  This  restriction  as  to  use  is  not  intended  to  limit  the  distribution 
of  this  document  which,  upon  acceptance  by  the  Legislative  Audit  Committee, 
is  a  matter  of  public  record. 
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AUDITOR'S  REPORT 
AND 
FINANCIAL  STATEMENTS 


WILLIAM  B.  HORN 
ROBERT  L.  CRIPPEN 
DENNIS  W.  PECK 
RONALD  W.  WAGNER 
RONALD  W.  HANNI 
JOHN  F.  BURNS 


NEWLAND,  HORN,  CRIPPEN  &  PECK,  P.C. 


CERTIFIED  PUBLIC  ACCjOI'NTANTS 


53  WEST  BROADWAY 
BUTTE,  MONTANA  59701 


16  NORTH  MONTANA 
DILLON,  MONTANA  59726 


BUTTE  (406)  782-1253 
DILLON  (406)  683-6125 


Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 


We  have  examined  the  balance  sheet  of  Western  Montana  College  as  of  June  30, 
1982,  and  the  related  statements  of  changes  in  fund  balances  and  current  funds 
revenues,  expenditures,  and  other  changes  for  the  two  years  then  ended.   Except 
as  explained  in  paragraph  three  our  examination  was  made  in  accordance  with  gen- 
erally accepted  auditing  standards  including  generally  accepted  government 
auditing  standards  for  financial  and  compliance  audits  and,  accordingly,  in- 
cluded such  tests  of  the  accounting  records  and  such  other  auditing  procedures 
as  we  considered  necessary  in  the  circumstances. 

The  accompanying  balance  sheet  at  June  30,  1982  does  not  reflect  a  liability 
for  compensated  absences  in  the  amount  of  $237,232  in  the  Current  Unrestricted 
General  Operating  Fund.   Disclosure  of  compensated  absences  in  the  Current  Un- 
restricted General  Operating  Fund  is  required  by  generally  accepted  accounting 
principles  and  the  National  Association  of  College  and  University  Business  Officers, 
(NACUB0) ,  Special  Report  82-5.   This  is  discussed  in  greater  detail  on  page  5 
of  this  report. 

Evidence  supporting  the  cost  of  buildings,  land  and  land  improvements,  and 
equipment  at  June  30,  1982  was  not  available  and  the  college's  records  were  not 
such  as  would  permit  us  to  apply  alternative  auditing  procedures  to  satisfy  our- 
selves regarding  the  cost  of  buildings,  land  and  land  improvements  and  equipment. 

In  our  opinion,  except  for  the  effects  of  the  items  discussed  in  the  second 
and  third  paragraphs,  the  aforementioned  financial  statements  present  fairly  the 
financial  position  of  Western  Montana  College  as  of  June  30,  1982,  and  the  changes 
in  fund  balances  and  the  current  funds  revenues,  expenditures  and  other  changes 
for  the  two  years  then  ended,  in  conformity  with  generally  accepted  accounting 
principles  which  have  been  applied  on  a  basis  consistent  with  that  of  the  pre- 
ceding year. 

Our  examination  was  made  for  the  purpose  of  forming  an  opinion  on  the  basic 
financial  statements  taken  as  a  whole.   The  accompanying  schedule  of  federal 
grant  expenditures  is  presented  for  additional  analysis  and  disclosure  purposes 
in  compliance  with  "Uniform  Administrative  Requirements  for  Grants  and  Other 
Agreements  with  Institutions  of  Higher  Education,  Hospitals,  and  Other  Non- 
profit Organizations"  and  is  not  a  required  part  of  the  basic  financial  state- 
ments for  Western  Montana  College.   The  supplemental  schedules  of  enrollment 
statistics  and  capital  projects  are  also  not  a  required  part  of  the  basic  fi- 
nancial statements  but  are  presented  for  purposes  of  additional  analysis.   These 
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of  the  Montana  State  Legislature 
Page  2 


schedules  have  been  subjected  to  the  auditing  procedures  applied  in  the  examina- 
tion of  the  basic  financial  statements  and,  in  our  opinion,  are  fairly  stated  in 
all  material  respects  in  relation  to  the  basic  financial  statements  taken  as  a 
whole. 


Respectfully  submitted, 


NEWLAND,  HORN,  CRIPPEN  &  PECK,  P.C. 
Certified  Public  Accountants 


Dillon,  Montana 
October  26,  1982 
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WESTERN  MONTANA  COLLEGE 


NOTES  TO  THE  FINANCIAL  STATEMENTS 
JUNE  30,  1982 


Note  1  -  Summary  of  Significant  Accounting  Policies 

ACCRUAL  BASIS 

The  financial  statements  of  Western  Montana  College  have  been  prepared 
on  the  accrual  basis  except  for  depreciation  accounting.   The  statement 
of  current  funds  revenue,  expenditures,  and  other  changes  is  a  statement 
of  financial  activities  of  current  funds  related  to  the  current  reporting 
period  and  does  not  purport  to  present  the  results  of  operations  or  the 
net  income  or  loss  for  the  period  as  would  a  statement  of  income  or  a 
statement  of  revenues  and  expenditures. 

FUND  ACCOUNTING 

The  accompanying  financial  statements  are  prepared  in  accordance  with 
the  principles  of  "fund  accounting"  wherein  resources  are  classified 
by  the  limitations  and  restrictions  placed  upon  their  use.   These 
separate  funds  are  then  combined  according  to  their  common  character- 
istics into  fund  groups  (each  an  accounting  entity  complete  with  a 
self-balancing  set  of  accounts)  and  reflected  by  fund  groups  in  the 
accompanying  financial  statements. 

Description  of  the  common  characteristics  of  the  funds  in  the  various 
fund  groups  are  as  follows: 

CURRENT  FUNDS 

The  current  funds  group  includes  economic  resources  expendable 
in  performing  the  primary  objectives  of  the  institutions;  i.e., 
instruction,  and  public  service.   The  current  funds  group  has 
two  basic  distinct  sub-groups.   Unrestricted  funds  which  have 
no  external  expenditure  restrictions,  and  restricted  funds  which 
have  external  expenditure  restrictions. 

LOAN  FUNDS 

This  group  of  resources  is  available  to  aid  in  financing 
qualifying  students'  education.   Private  as  well  as  College 
resources  provide  some  loan  funds,  however,  the  federal 
government  contributes  the  large  majority. 

ENDOWMENT  FUNDS 

Endowment  funds  are  resources  with  specific  restrictions 
negating  the  expenditure  of  the  principal;  usually  income 
on  endowment  principal  may  be  expended  or  added  to  the 
principal  depending  on  donor  stipulations. 
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WESTERN  MONTANA  COLLEGE 


NOTES  TO  THE  FINANCIAL  STATEMENTS  -  CONTINUED 
June  30,  1982 


FUND  ACCOUNTING  -  Cont . 


PLANT  FUNDS 


Plant  funds  are  separated  into  four  distinct  sub-groups 
with  self-balancing  accounts: 

Unexpended  Plant  Funds  -  utilized  for  acquisition 
of  long-term  institutional  assets. 

Renewal  and  Replacement  Funds  -  utilized  for  long- 
term  institutional  asset  maintenance. 

Retirement  of  Indebtedness  Funds  -  utilized  for 
debt  service  charges  and  retirement  of  indebted- 
ness on  long-term  institutional  assets. 

Investment  in  Plant  -  denotes  the  cost  of  long- 
term  institutional  assets  and  associated  liabilities. 

AGENCY  FUNDS 

The  agency  funds  group  is  used  to  segregate  assets  held  by 
the  institution  as  a  custodian  or  fiscal  agent  for  other 
organizations  or  individuals. 

APPROPRIATIONS 

Appropriations  in  the  Current  Unrestricted  Fund  are  made 
by  the  Legislature  for  operating  purposes  of  Western 
Montana  College.   Expenditures  against  these  appropria- 
tions are  funded  by  corresponding  funds  at  the  state 
level.   Unexpended  or  unencumbered  balances  in  these 
appropriations  revert  to  the  respective  state  funds  at 
year-end. 


Note  2  -  Investments 

All  investments  are  recorded  at  cost.   Investment  income  is  generally 
recorded  when  received.   The  investments  of  Western  Montana  College 
consist  primarily  of  amounts  invested  through  the  Montana  State 
Board  of  Investments  using  its  Short-term  Investment  Pool  and  United 
States  Treasury  Bills. 

Investments  owned  by  the  several  funds  at  June  30,  1982,  are  as 
follows : 
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Note  2  -  Investments  -  cont, 


Current  Unrestricted  Funds: 
Auxiliary  Enterprises 
Restricted  Funds 
Endowment  Fund 

Plant  Funds : 

Retirement  of  Indebtedness 

Agency  Funds 
Total 


Cost 


$   1,817 

49,595 

2,712 


254,984 

16,119 
$325,227 


Market  or 
Unit  Value 

$   1,821 

50,085 

2,732 


264,732 

15,481 
$334,851 


Note  3  -  Inventories 

Inventories  included  are  the  bookstore,  vending  inventory,  and  the  snack 
bar.   All  recorded  inventories  are  stated  at  cost  using  the  first-in/ 
first-out  method. 


Note  4  -  Vacation  Pay  and  Sick  Pay 

The  value  of  unused  vacation  and  unused  sick  leave  accumulated  by 
employees  can  accumulate  and  carry  over  a  maximum  of  two  years  vacation 
into  a  new  calendar  year.   Unused  accumulated  vacation  is  redeemed 
in  cash  upon  termination  of  employment.   Upon  termination,  unused 
sick  leave  earned  since  July  1,  1971,  is  purchased  from  the  employee 
at  25  percent  value.   The  amount  of  accumulated  leave  at  June  30,  1982 
was  $237,232 


Note  5  -  Allowance  for  Uncollectible  Accounts 

Uncollectible  student  accounts  are  not  recognized  until  the  accounts 
are  written  off  or  cancelled.   The  college  bills  students  regularly 
for  one  academic  quarter,  then  turns  the  accounts  over  to  the  Montana 
Department  of  Revenue  for  collection.   Generally  accepted  accounting 
principles  require  the  establishment  of  an  allowance  for  uncollectible 
accounts.   The  amounts  of  these  uncollectible  receivables  is  immaterial 
in  relation  to  the  financial  statements  taken  as  a  whole. 

Uncollectible  National  Direct  Student  Loan  Programs  are  not  recognized 
until  the  loans  are  cancelled  or  written  off  in  conformity  with  applic- 
able program  requirements.   Generally  accepted  accounting  principles 
require  the  establishment  of  an  allowance  for  uncollectible  loans. 
The  amounts  of  these  uncollectible  loans  is  immaterial  in  relation 
to  the  financial  statements  taken  as  a  whole. 


Note  6  -  Bonds  Payable 

At  June  30,  1982,  the  college  has  a  total  of  $1,309,000  in  outstanding 
revenue  bonds  payable.   These  bonds  were  issued  for  construction  of 
various  college  facilities  and  are  summarized  as  follows: 
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Note  6  -  Bonds  Payable  -  Cont. 

"1966  Indenture"  to  build  a  three-story  dormitory.   There  are 
$896,000  of  bonds  outstanding  at  June  30,  1982.   They  are  due 
in  varying  annual  installments  (on  October  1st)  through  2006. 
The  annual  debt  service  for  the  year  ended  June  30,  1982  was 
$83,471.   The  future  maximum  annual  debt  service  requirement 
of  $89,378  will  be  in  the  year  ending  June  30,  1984.   The 
bonds  bear  interest  from  2-3/4%  to  3^2%  per  annum  with  semi- 
annual payment  dates  (April  1st  and  October  1st) .   The  in- 
denture requires  that  net  annual  earnings  of  the  college's 
housing  and  dining  system  and  fees  pledged  under  the  indenture 
be  sufficient  to  make  deposits  to  sinking  fund  trust  accounts 
in  order  that  these  accounts  may  meet  current  debt  requirements 
and  maintain  a  fixed  reserve.   The  earning  requirement  was  met 
as  of  June  30,  1982.   The  net  revenues  of  the  college's  housing 
and  dining  system,  student  union  fees  and  student  building 
fees  are  pledged  to  this  indenture  as  long  as  required 
balances  in  trust  accounts  are  maintained. 

"1967  Indenture"  to  build  a  physical  education  building  and 
install  necessary  equipment.   There  are  $413,000  of  bonds  out- 
standing at  June  30,  1982.   They  are  due  in  installments  (on 
July  1st)  through  1997.   The  annual  debt  service  for  the  year 
ended  June  30,  1982  was  $37,235.   The  maximum  annual  debt  service 
requirement  of  $37,235  was  for  the  year  ended  June  30,  1982. 
The  bonds  bear  interest  from  3%  to  5%%  per  annum  with  semi-annual 
payment  dates  (January  1st  and  July  1st) .   Annual  earnings  from 
fees  and  income  pledged  to  this  indenture  must  be  sufficient  to 
maintain  a  required  balance  in  the  sinking  fund  trust  account. 
The  earnings  requirement  was  met  as  of  June  30,  1982.   The  necessary 
amount  of  Physical  Education  Building  fees,  land  grant  income  and 
usage  charges  are  pledged  to  the  indenture  to  maintain  required 
balances  in  the  trust  account. 

The  college  records  interest  expense  on  these  bonds  when  paid.   The  recog- 
nition of  accrued  interest  would  not  have  a  material  effect  on  the  college's 
over-all  financial  position. 

The  annual  payments  for  all  bond  requirements  are  as  follows: 

1966  1967 


1983  $  55,000  $  21,000 

1984  60,000  21,000 

1985  65,000  22,000 

1986  58,000  23,000 

1987  35,000  23,000 
1988-97  303,000 
1988-2006  623,000       

$896,000  $413,000 

Note  7  -  Investment  in  Plant 

Physical  plant,  equipment  and  library  books  are  stated  at  cost  or 
historically  based  appraisal  values.   Depreciation  on  physical  plant 
and  equipment  is  not  recorded.   Property  disposed  of  is  not  deleted 
from  the  accounting  records. 
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Note  8  -  Retirement  Programs 

Retirement  benefits  are  provided  for  the  academic  and  certain  professional 
staff  through  the  Montana  Teachers'  Retirement  System  (TRS)  and  all  other 
staff  through  the  Montana  Public  Employees'  Retirement  System  (PERS) . 
Both  plans  are  operated  by  the  State  of  Montana  and  membership  is  com- 
pulsory for  the  respective  classes  of  employees.   Contributions  are  shared 
by  the  participant's  salary  to  TRS  and  PERS. 

Defined  benefits  under  both  plans  are  based  on  years  of  service  and 
final  average  of  the  participants.   The  actuarial  present  value  of 
vested  benefits  and  the  amount,  if  any,  of  unfunded  past  service 
costs  for  employees  covered  under  the  plans  was  determined  actuarially 
sound  as  reported  by  the  systems'  actuary  at  June  30,  1981  for  the 
Teachers'  Retirement  System  and  at  June  30,  1982  for  the  Public  Em- 
ployees' Retirement  System.   The  college's  share  of  the  cost  of  these 
plans  for  the  year  ended  June  30,  1981  and  1982  was  $104,547  and 
$127,967. 


-33- 


SUPPLEMENTAL  SCHEDULES 


WESTERN  MONTANA  COLLEGE 


SCHEDULE  OF  FULL-TIME  EQUIVALENT  (FTE)  STUDENTS 
Fiscal  Years  Ended  June  30,  1981  and  1982 


In  conjunction  with  our  financial  audit,  we  also  audited  the  full-time 
equivalent  (FTE)  enrollment  data  for  the  two  year  period  ended  June  30,  1982 
The  FTE  reports  are  filed  with  the  Montana  Office  of  Higher  Education  as  of 
the  15th  instructional  day  of  the  term  except  summer  and  at  the  end  of  the 
term.   The  institution's  funding  is  based  on  the  FTE  enrollment  data.   The 
following  is  a  summary  of  the  enrollment  data: 


Summer  1980 

Autumn  quarter  1980 

Winter  quarter  1981 

Spring  quarter  1981 

Summer  1981 

Autumn  semester  1982 

Spring  semester  1982 


15th  Instructional 

End  of 

Day 

Term 

N/A 

304.24 

759.57 

719.14 

726.25 

693.60 

694.88 

656.13 

N/A 

295.85 

726.40 

675.17 

715.63 

657.00 
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WESTERN  MONTANA  COLLEGE 


SCHEDULE  OF  FEDERAL  GRANT  AND  CONTRACT  EXPENDITURES  BY  SOURCE 
Fiscal  Years  Ended  June  30,  1982  and  1981 


Department  of  Education 

Coop  Education,  OE-G008103959 

Library,  OE-G008251318 

Title  I:   Small  Town,  SA-80155 


Fiscal  Year 

Ended 

June  30,  1982 


$20,379 
1,200 


Fiscal  Year 

Ended 

June  30,  1981 


$  1,900 
2,390 


U.  S.  Department  of  Agriculture 

Forest  Service  Grant,  53-0378213 
YCC/Bureau  of  Reclamation,  YA512  CT7170 
YCC/Bureau  of  Land  Management,  YA512  CT9108 


15,049 


$36,628 


39,033 

29,651 

$72,974 
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COLLEGE  AND  AGENCY  REPLIES 


$a 


ESTERN  MONTANA  COLLEGE  of  the  Montana  university  system 


November  15,  1982 


Robert  R.  Ringwood 
Legislative  Auditor 
State  Capitol 
Helena,  MT   59620 

Dear  Mr.  Ringwood: 

Enclosed  please  find  Western  Montana  College's  response  to 
the  recommendations  in  the  audit  report.   We  have  included 
responses  from  the  Commissioner  of  Higher  Education  for 
those  recommendations  with  system  implications.   Copies  of 
these  were  originally  sent  to  Newland,  Horn,  Crippen  and 
Peck,  P.C.  for  inclusion  in  their  report. 

Should  any  further  explanation  be  necessary,  please  contact 
me . 


Sincerely, 


Glen  D.  Leavitt  ' 
Director  of  Fiscal  Affairs 

GDL/ds 

Enclosure 


DILLON 


WESTERN    MONTANA    COLLEGE 

OF  THE 

Montana  University  System 
DILLON 


Agency  Response  to  Audit  of 
Western  Montana  College  Financial  Statements 


RECOMMENDATION  #1 

WE  RECOMMEND  THAT  THE  AMOUNT  OF  CASH  ON  HAND  BE  DEPOSITED 
AND  RECORDED  AS  CASH  OVER,  AND  THAT  FUTURE  CASH  OVER  AND 
SHORT  BE  RECORDED  AS  THEY  OCCUR. 

RESPONSE 

CONCUR.   We  have  implemented  the  recommendation  and  will 
continue  to  record  the  differences  as  they  occur. 

RECOMMENDATION  #2 

WE  RECOMMEND  THAT  WESTERN  MONTANA  RECONCILE  ITS  REVOLVING 
ACCOUNT  MONTHLY. 

RESPONSE 

CONCUR.   We  do  reconcile  the  account  most  months  but  will 
attempt  to  do  it  every  month. 

RECOMMENDATION  #3 

WE  RECOMMEND  THAT  THE  COLLEGE  MAINTAIN  GENERAL  LEDGER 
CONTROL  OVER  BOOKSTORE  RECEIVABLES,  INCLUDING  MONTHLY 
BALANCING  OF  THE  SUBSIDIARY  TO  THE  GENERAL  LEDGER. 

RESPONSE 

CONCUR.   We  will  work  with  our  bookstore  personnel  to  set  up 
this  control. 
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RECOMMENDATION  #4 

WE  RECOMMEND  THAT  WESTERN  MONTANA  COLLEGE  WRITE  OFF  AS  BAD 
DEBTS,  ACCOUNTS  RECEIVABLE  DETERMINED  TO  BE  UNCOLLECTIBLE 
AND  ESTABLISH  AN  ALLOWANCE  FOR  DOUBTFUL  ACCOUNTS  IF  DEEMED 
NECESSARY  IN  THE  FUTURE. 

RESPONSE 

CONCUR.  The  Department  of  Revenue  is  very  successful  at 
collections.  We  do  not  write  off  our  accounts  until  the 
Department  informs  us  that  the  accounts  are  uncollectible. 

RECOMMENDATION  #5 

WE  RECOMMEND  THAT  THE  FOOTING  OF  BOOKSTORE  INVENTORIES  BE 
PROPERLY  SUPERVISED  AND  THAT  TAPES  OF  FOOTING  BE  RETAINED  AS 
AUDIT  EVIDENCE. 

RESPONSE 

CONCUR.   We  will  provide  more  supervision  during  the  inventory- 
counting  . 

RECOMMENDATION  #6 

WE  RECOMMEND  THAT  THE  COLLLEGE  UTILIZE  THE  DEPARTMENT  OF 
ADMINISTRATION'S  PROPERTY  ACCOUNTABILITY  MANAGEMENT  SYSTEM 
OR  OTHER  COMPATABLE  SYSTEM  IN  CONTROLLING  AND  ACCOUNTING  FOR 
FIXED  ASSETS. 

RESPONSE 

CONCUR.   We  have  an  excellent  system  in  place  and  are 
attempting  to  gather  the  information  necessary  to  make  it 
functional . 
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RECOMMENDATION  #7 

WE  RECOMMEND  THAT  THE  COLLEGE  DISCLOSE  THE  LIABILITY  AND 
CHARGE  FOR  COMPENSATED  ABSENCES  RELATED  TO  CURRENT  AND 
PREVIOUS  YEARS  IN  THE  UNRESTRICTED  CURRENT  FUND  IN  COMPLI- 
ANCE WITH  FASB  #43  AND  NACUBO  SPECIAL  REPORT  82-5. 

RESPONSE 

We  are  disclosing  this  information  in  our  notes  to  the 
financial  statements  as  per  instruction  from  the  Office  of 
the  Commissioner  of  Higher  Education. 

RECOMMENDATION  #8 

WE  RECOMMEND  THAT  WESTERN  MONTANA  COLLEGE  RECORD  THE  LIABILITY 
FOR  BONDS  PAYABLE  IN  THEIR  GENERAL  LEDGER. 

RESPONSE 

CONCUR.   It  was  an  oversight  that  we  did  not  record  it  this 
year.   It  will  not  happen  in  the  future. 

RECOMMENDATION  #9 

WE  RECOMMEND  THAT  WESTERN  MONTANA  COLLEGE  RECORD  ALL  PREVIOUS 
AUDIT  ADJUSTMENTS. 

RESPONSE 

CONCUR.   The  audit  adjustments  were  recommended  in  past 
years.   We  could  not  verify  the  accuracy  of  the  adjustments. 
We  now  book  the  adjustments  as  they  are  applicable. 
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RECOMMENDATION  #10 

WE  RECOMMEND  THE  BOARD  OF  REGENTS  RESOLVE  THE  QUESTION  OF 
LIABILITY  RELATED  TO  STUDENT  ORGANIZATIONS  AND  OBTAIN 
APPROPRIATE  INSURANCE  COVERAGE. 

RESPONSE 

CONCUR.   The  Commissioner's  Office  will  meet  with  the  state 
insurance  division  to  attempt  to  resolve  the  question  of 
state  liability  involving  student  organizations. 

RECOMMENDATION  #11 

WE  RECOMMEND  WESTERN  MONTANA  COLLEGE  RECORD  ALL  REVENUES  AND 
EXPENDITURES  RELATING  TO  ATHLETICS  IN  THE  CURRENT  UNRESTRICTED 
OR  DESIGNATED  FUND. 

RESPONSE 

CONCUR.   Intercollegiate  athletics  will  be  transferred  to  a 
designated  sub-fund  within  the  current  unrestricted  fund 
group. 

RECOMMENDATION  #12 

WE  RECOMMEND  WESTERN  MONTANA  COLLEGE  RECORD  THE  INITIAL 
RECEIPT  AND  DISBURSEMENT  OF  ALL  MANDATORY  STUDENT  FEES  IN 
ITS  UNRESTRICTED  GENERAL  OPERATING  FUND  OR  DESIGNATED  FUND. 

RESPONSE 

We  will  record  the  student  revenues  in  a  designated  current 
unrestricted  account  that  will  provide  separate  accounting 
for  student  organizations.   We  do  not  intend  to  commingle 
the  Student  Activity  Fee  revenue  with  state  appropriated 
funds . 
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